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TO SECSTATE WASHDC 4317 
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EXDIS 

E.O. 11652: GDS 

TAGS: PFOR, MARR, IC, NATO 

SUBJECT: ALLEGED SOVIET OIL THREAT 

REE: (A) STATE 021998; (B) REYKJAVIK 0210 

1 . FORTUNATELY REFTEL (A) ARTICLE HAS NOT YET APPEARED IN MEDIA 
HERE, BUT IT IS TYPE OF STORY WHICH PRESS (RATHER THAN RADIO 

OR TV) MIGHT SAVE FOR LATER WHEN EITS THEIR PURPOSE. WE AT 
THIS EMBASSY, THEREFORE, STILL SOMEWHAT APPREHENSIVE ABOUT LEAK. 
WE CAN THINK OF COUPLE MORE PEOPLE ADDED TO THOSE NAMED REE- 
TEL (B) WHO MIGHT THINK WE BETRAYED THEIR CONFIDENCE. REYKJAVIK 
IS A SMALL COMMUNITY. 

2. THE LONGER THE INTERVAL BEEORE STORY REACHES ICELAND THE BETTER 
OFE WE ARE. ARTICLES SUCH AS QUOTED BELOW FROM MORGUNBLADID 

FEB 3, ARE HELPFUL IN THIS REGARD. PORTION QUOTED IS FROM 
EDITORIAL TITLED "THEY ARE OVER EAGER " AND DEALS WITH POSSIBILITY 
OF ’"FINLANDIZATION" OF ICELAND SHOULD IDF BE FORCED TO WITH- 
DRAW. 

3. QUOTE: THE FACT IS THAT THIS "FINNLANDIZING" IS ALREADY 
DETECTED IN ICELAND. A FEW WEEKS AGO IT WAS HINTED BY THE SOVIET 
AUTHORITIES THAT THE ICELANDERS COULD EXPECT LIMITATIONS ON 
OIL SALES TO ICELAND. THE RUSSIANS DID NOT STATE OPENLY WHETHER 
THIS DEPENDED ON THE DEEENSE FORCE LEAVING OR NOT, BUT OF 
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COURSE THIS WAS IN THEIR MIND. WE NOW KNOW THAT THE RUSSIANS 
HAVE RENEGED ON DELIVERY OIL CARGOES WHICH WERE TO BE HERE 
SOME TIME AGO, MOST LIKELY THEY DID THIS BECAUSE THEY THOUGHT 
THAT WE WOULD NOT BE ABLE TO BUY OIL ON THE FREE MARKET AT 
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THE SAME PRICES WE BUY IT FROM THE RUSSIANS. THESE DAYS THE 
RUSSIANS DELAY ALL NEGOTIATIONS ON PURCHASE OF EXPORT PRODUCTS 
FROM ICELAND AND ALL THOSE WHO ARE FAMILIAR WITH EXPORTS KNOW 
THAT THIS ALSO IS A PART OF THEIR PRESSURE ON THE ICELANDIC 
GOVERNMENT. AND UNFORTUNATELY THE STORY MUST BE TOLD AS IT IS, 
THAT SOME OF THOSE PEOPLE WHO ARE RESPONSIBLE FOR EXPORTING OUR 
PRODUCTS YIELD TO THIS PRESSURE AFTER ALL THE THREATENINGS 
ARE UNSPARINGLY RECEIVED FROM BOTH THE FOREIGN NEGOTIATORS 
ON PURCHASES AND FROM THE LOCAL PARTIES, WHO WANT TO YIELD 
TO THE PRESSURE FROM THE RUSSIANS. END QUOTE. 

IRVING 

SECRET 


« END OF DOCUMENT » 
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